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SUBJECT: ITALIAN- VENEZUELAN SHIPPING DISPUTE 
REF: A. STATE 32968; B. ROME 3277 

1. IN MARCH 1963, ITALY PASSED LAW WHICH PROVIDES FOR MANDATORY 
LICENSING ALL IMPORT AND EXPORT SHIPMENTS WHICH MAY BE INVOKED 
AGAINST ANY FOREIGN COUNTRY WHOSE POLICIES AND LEGISLATION 
DISCRIMINATE AGAINST ITALIAN MERCHANT MARINE OR MARITIME 
TRAFFIC. STRICT APPLICATION THIS LAW RESULTS HARDSHIPS TO BOTH 
VESSELS AND CARGO INTERESTS THROUGH ADDITIONAL EXPENSES AND 
DELAYS. THEREFORE LAW PREVIOUSLY INVOKED ONLY UNDER UNUSUAL 
CIRCUMSTANCES AGAINST COUNTRIES, SUCH AS ARGENTINA, WHOSE MARITIME 
POLICIES RESULTED TO DETRIMENT OF ITALIAN TRADE AND COMMERCE. 

2. IN JULY, 1973, VENEZUELA PASSED LAW FOR THE PROTECTION 

AND DEVELOPMENT OF THE NATIONAL MERCHANT MARINE. UNDER THIS 
LAW.AT LEAST 50 PERCENT ALL CARGOES (EXCEPT CERTAIN LIQUID AND 
DRY BULK CARGOES) REQUIRED MOVE IN VENEZUELAN BOTTOMS. ACCORDING 
TO ITALIAN EMBASSY SPOKESMAN, IN PAST VENEZUELAN LAW REQUIRED 
100 PERCENT OF ALL CARGOES MOVING BETWEEN VENEZUELA AND ITALY 
BE CARRIED IN VENEZUELAN VESSELS, BUT SINCE VENEZUELA HAS NO 
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CONCLUDED WHEREBY CAVN (VENEZUELAN NATIONAL FLAG STEAMSHIP COMPANY) 
RECEIVED 50 PERCENT OF REVENUE FROM ALL CARRYINGS IN SUBJECT 
TRADE EVEN THOUGH NOT A POUND OF CARGO WAS CARRIED BY CAVN. 

WITH PASSAGE OF NEW VENEZUELAN LAW IN JULY, 1973, AND EXPANSION 
OF CAVN FLEET, TWO CAVN VESSELS WERE ASSIGNED TO TRADE BETWEEN 
ITALY AND VENEZUELA AND CAVN APPLIED FOR MEMBERSHIP IN MEDITERR 
ANEAN CONFERENCE IN HOPES OF BEING GRANTED A 50 PERCENT SHARE 
OF ALL COMMERCIAL CARGOES MOVING BETWEEN THE TWO COUNTRIES: 
VENEZUELAN GOVERNMENT CARGOES WOULD NOT BE SUBJECT TO ARRANGEMENT 
BUT WOULD BE CARRIED EXCLUSIVELY BY CAVN ACCORDING TO CAVN. 
CONFERENCE MEMBERSHIP ORIGINALLY AGREED TO CAVN APPLICATION 
OFFERING THEM 12 PERCENT OF TOTAL COMMERCIAL CARRYINGS 
WHICH VENEZUELAN CARRIER REFUSED TO ACCEPT. IN NUMBER OF 
SUBSEQUENT OFFERS CONFERENCE OFFERED UP TO 20 PERCENT OF COMMER- 
CIAL CARRYINGS WHICH WAS ALSO REFUSED BY CAVN. APPARENTLY 
CAVN MIFFED BY REFUSAL OF CONFERENCE TO OFFER GREATER SHARE THAN 
20 PERCENT BECAUSE THE VENEZUELAN CARRIER DECIDED TO GO IT ALONE 
RATHER THAN SUBMIT TO TERMS OF CONFERENCE MEMBERSHIP. 

3. IN MEANTIME, WITH PASSAGE OF VENEZUELAN PROTECTION AND 
DEVELOPMENT LAW ITALY ACTIVATED ITS 1963 LAW AGAINST VENEZUELA 
WHICH LAW REQUIRED ALL SHIPMENTS IN TRADE BE LICENSED. THIS 
ACTION ON PART OF GOI APPARENTLY SUCH A BLOW TO VENEZUELA THAT 
ITALIAN CHARGE D’AFFAIRS HERE CALLED IN FOR DISCUSSIONS WITH 
VENEZUELAN MINISTRY FOREIGN AFFAIRS. THE GOV WAS WILLING TO 
NEGOTIATE; HOWEVER, IT DID NOT APPRECIATE NEGOTIATING WITH A 
"DAGGER" AT ITS THROAT." BUT ITALY REFUSED TO SUSPEND APPLICA- 
TION OF ITS LAW DURING NEGOTIATIONS WHICH CONTINUED. 

4. NEGOTIATIONS BROUGHT ABOUT BY ITALIAN RETALIATORY MEASURES 
RESULTED AGREEMENT ESTABLISH 50-50 POOLING ARRANGEMENT APPLICABLE 
ALL CARGOES, GOVERNMENT AND COMMERCIAL, MOVING BETWEEN 
VENEZUELA AND ITALY. ITALY THEN SUSPENDED OPERATION OF ITS LAW 
REQUIRING LICENSING OF SHIPMENTS, WHICH HAD BEEN REACITVATED 

FOR SEVERAL MONTHS. 

5. AGREED-TO POOLING ARRANGEMENT HAS YET TO BE APPROVED BY 
CONFERENCE OR GOV. CURRENTLY NO REASON BELIEVE THAT 
CONFERENCE WILL WITHHOLD APPROVAL, FOLLOWING WHICH GOV EXPECTED 
TO GRANT ITS APPROVAL. 
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6. SPOKESMAN EXPRESSED VIEW THAT APPARENTLY GOV SATISFIED 
WITH ARRANGEMENT ALTHOUGH CAVN WOULD HAVE PREFERRED CARRYINGS 
UNDER AGREEMENT BE LIMITED VENEZUELAN COMMERCIAL (NOT 
GOVERNMENT) CARGOES. IN VIEW CONDITIONS UNDER WHICH AGREE- 
MENT NEGOTIATED PERHAPS GOV HAD NO ALTERNATIVE BUT TO ACCEPT 
TERMS. 

MCCLINTOCK 
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